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Direct Marketing (DM) involves the selling of goods and
services without going through the channels of wholesalers
or retailers. Owing to its high degree of measurability and
selectivity, this marketing activity has gained growing
attention all around the world. With the change in
lifestyles, as well as the increase in the adaptation of
computer technology, the popular use of credit cards, and
the decrease in attractiveness of traditional forms of
promotion, more and more marketers are paying attention to
this new form of marketing activity.
Direct Marketing began its takeoff in Hong Kong in the
1980s. At present, the core business of local DM agencies
consists mainly of direct mailing, while there is also a
growing significance in direct response TV and print
advertising. Although not many agencies are currently
providing services in telemarketing and database marketing,
the potential of these two activities cannot be overlooked.
We aim to carry out an exploratory study of the DM
industry in Hong Kong from the perspective of the DM
agencies, who will be in a position to initiate the
development of DM in Hong Kong. We are interested in the
operations of the DM agencies and the problems faced by the
industry. Our study was divided into 3 stages. The first
3
stage consisted of a comprehensive literature search and a
key informant survey, so as to learn more about the past
developments and the present situation of the DM industry in
Hong Kong. In the second stage, a mail survey was
conducted. Questionnaires were sent out to 17 DM agencies.
Another key informant survey was conducted in the final
stage to gauge the opinions of the experts on how to solve
the problems identified in the survey in the second stage.
According to the questionnaire findings, most direct
marketing agencies had to seek the help of outside list
brokers/managers for lists to conduct their DM activities.
Small list size, budget constraint and clients'
disapproval are the major reasons discouraging direct
marketers from doing tests on the mailing lists, copy and
offer, etc. to ensure the effectiveness of the DM program.
Usually, it is the agency that initiates the evaluation of
DM activities.
The major problems facing the local DM industry are the
shortage of qualified personnel, the clients' knowledge and
attitude towards DM, and the quality of the lists. Also,
the size of the market and the postal system posed
difficulties for the local dm industry.
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Recruitment of expatriates is a solution open to the
local DM industry, while education of the clients is also
highly recommended. However, in the long run, it would be
desirable to place more emphasis on the training and
development of new recruits.
DM industry in Hong Kong is still in its early stage of
development, and cooperation and coordination from all those
involved in the activity should be urgently sought.
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wnat is Direct Marketing (DM)?
There are different levels of understanding of Direct
Marketing by practitioners in the direct marketing agencies,
as well as their clients. Some may equate Direct Marketing
with Direct Mailing but, in actual fact, the latter is only
one of the various media used in DM. So, before going on
any further, it would be useful to have a view of the
different definitions offered for Direct Marketing. The
Direct Marketing Association (DMA) in the U.S.A. defines
Direct Marketing" as
the total activities by which products and
services are offered to market segments in one or
more media for informational purposes, or to
solicit a direct response from a present or
prospective customer or contributor by mail,
telephone or other access." (Successful
Direct Marketing, Bob Stone, p. 3)
Another suggestea explanation is provided by Drayton Bira in
Commonsense Direct Marketing, in which he defines direct
marketing as
"Any advertising activity which creates and
exploits a direct relationship between you and
your prospect or customer as an individual."
It is obvious that from the definitions given above, one of
the most outstanding characteristics of DM is its
"directness", i.e., its ability to allow businesses to reach
2out to customers without the aid of a wholesaler or
retailer.
Complicated as the definitions may sound, we are
actually bombarded by DM activities almost everywhere in our
daily lives. Readers' Digest is a prominent user of direct
marketing techniques. Not only does it use direct mail to
solicit new subscriptions, it also makes use of catalog
sales to enable its readers to purchase books and records in
the mail. American Express is another leader in this
marketing activity. Its "take one" leaflets at point-of-
purchase invite purchases or enquiry, while its direct mail
serves the functions of solicitation of new cardmembers
(Amex has a "member-get-member" program), as well as
maintaining close relationships with its existing clients.
Asiaweek has recently employed television commercials
inviting telephone subscriptions. A telephone hot-line is
shown in the commercial, and audiences are invited to pick
up the phone and call to place their subscriptions. Apart
from these direct marketing activities, there are also
coupon and response ads in newspapers and magazines, as well
as telemarketing (i.e., in-bound and out-bound solicitation
by telephone).
3Why Do Companies Use Direct Marketing?
From the previous discussion, we can see that DM is very
popular as a new form of marketing communication activity in
many different businesses. But why are so many companies
attracted to direct marketing?
One very obvious answer to the question is, as mentioned
before, the "directness" of this marketing activity.
Through DM, it is possible for a business to target and
"talk" to its major prospects. The distribution channels of
wholesalers and retailers are eliminated and more direct
communication is possible.
On the other hand, immediacy is another attraction of
DM. While most traditional general advertising emphasizes
the building-up of long-term images, DM, in its offers or
requests for specific actions, enables the calibration of
immediate results. There is a high degree of measurability
and the direct marketer knows immediately when and where a
sale took place and has the dollars in the cash register to
prove it.
Tied in with the issue of immediacy is the amount of
control provided by DM. Since the direct marketers can
measure the results immediately, it is possible for them to
improve on their promotional campaigns. For general
4marketing, when the promotional results do not perform as
well as expected, it may be quite difficult to estimate what
and where the program went wrong. However, with direct
marketing, it is much easier to control and improve the
promotional package. For instance, with direct mail, you
know to whom you mail, and you know who responds. And with
the testing of the mail, it is possible to analyze the
response by different variables----list, copy or offer. For
example, the marketers can prepare test mails according to
different lists or appeals, and compare the responses
produced.
Selectivity is another advantage of direct marketing.
while general marketing emphasizes mass promotion, direct
marketing allows the marketer to select and target at the
prime prospects. Provided with a good mailing list, the
marketer can identify the market he wants to reach, and he
can eliminate by region, by market, or by individual.
Furthermore, he can tailor the copy to fit known
characteristics of a list. With the mailing list, the
marketer can cover the entire market in one single mailing,
or he can segment his market and send mail to some prospects
as often as he wishes.
5Why does Direct Marketing Prosper?
In view of the many advantages listed above, it is easy
to understand why businesses are drawn towards Direct
Marketing. But for a marketing activity to succeed, it must
be well-received by the market. So, why is direct marketing
growing so fast in the market?
As Alan Lung describes in one article of his, called
Seven and a half years of direct marketing in Asia" (Hong
Kong Economic Journal Monthly, May, 1988), "this is the age
of diversity". Lifestyles are changing and people are no
longer satisfied with Henry Ford's "Model-T Approach" of
mass production of goods and services. More customization
of products is called for. Choices are abundant and each
product has to fight for its own niche in the market. Keen
competition among the various businesses not only compels
the companies to pour in new products and line extensions,
but they also have to maintain and increase their market
shares. So, apart from manufacturing custom-designed
products for special audiences, new channels of
communication and distribution are needed. Thus, the add-on
cost of running a business is increasing tremendously, and
it is of utmost importance that marketers have a more cost-
effective means of marketing communication. And Direct
Marketing, with its various advantages, offers a very
efficient alternative for the businesses.
6Demographic changes, such as the increase in the dual
roles of working homemakers, also encourage the growth of
direct marketing. Many new households are two-income
households, who tend to have more money to spend but less
time to spend it. So, with the growth of direct marketing,
working wives are able to shop less, since they can merely
browse or shop through catalogs. Another factor which is
not as relevant to Hong Kong as to other societies (e.g.,
the U.S.) is the class of senior citizens. Hong Kong is
such a compact area that the elderly may not have too many
difficulties in travelling for shopping. However, in places
like the U.S. where residential areas and commercial centers
may be widely separated geographically, shopping may be
quite a problem for the senior people. Therefore, it is
understandable why direct marketing may be seen as a viable
alternative to shopping in crowded stores or dealing with
the problems and expense of transportation.
Technology-wise, the adaptation of computer technology
is a very powerful impetus for the rapid development of
direct marketing. Computers allow audience segmentation,
which heightens the efficiency of target-marketing. By
identifying prime prospects, and thus eliminating the waste
circulation that occurs. in much mass advertising, direct
marketing evolves as a more cost-effective means of
promotion. Also, the computers quickly determine
7duplication among mailing lists and this reduces the amount
of wastage owing to repeat occurrences. Last, but not
least, with the advance in word-processing technology, the
computer-generated letter has enabled advertisers to
personalize direct-response messages.
Closely related to the development of computer
technology is the popular use of credit cards. Together with
the advancement in computer technology, the widespread use
of credit cards has both simplified payment and encouraged
purchases of expensive items. The growth of DM is also
augmented by the decrease in attractiveness of traditional
forms of promotion. Television used to be the dominant
means of advertising, but its competitive advantages are
slowly eroding. For one thing, TV advertising is a very
expensive form of promotion. Not only is it costly, but
there is also cut-throat competition for prime-time
advertising. Besides, as more and more advertisers fight to
present their messages on T.V., audiences are overwhelmed by
the clutter of commercials. Therefore, with the
introduction of VCRs and addition of new channels, "zapping"
occurs and viewers will tend to flip channels during the
commercial breaks. So the advertising efficiency of T.V. is
greatly hampered. What is more, there is a tendency of
increased regulations on TV advertising. In the recent
license extension of the two TV stations in Hong Kong, the
8government has laid down various regulations concerning TV
advertising. The two stations are required to limit their
advertising time. Breaks for advertising, promotional
material and public announcements are limited to five
minutes between programmes and 3.5 minutes within a
programme. Advertising remains pegged at a maximum 10
minutes an hour, or 10% of the total broadcast time a day.
Further still, alcohol advertising will be prohibited
between 4 p.m. and 8:30 p.m. while tobacco ads (which
represent a major part of TV advertising revenues) are
restricted only to off-peak times. Moreover, these
commercials are to be completely banned from Hong Kong TV,
effective December 1990. How the local market will be
affected by such legislation is still somewhat uncertain
however, direct marketing techniques are being adopted in
the U.S. to decrease national media advertising expenses as
the number of smokers shrinks. At present, tobacco
companies are not very heavily involved in direct marketing
in Hong Kong the role of DM in tobacco advertising after
1990 may turn out to be of great significance. And with TV
gradually losing its competitive edge and DM going strong,
it is obvious why marketers are paying more attention to
this new form of marketing activity.
9Development of Direct Marketing
The International Scene
According to Alan Lung ("Seven and a half years of
direct marketing in Asia"), direct marketing originated on
the east coast of the U.S. in the 1800s. Since the 1960s,
there has been rapid growth of direct marketing in the U.S.
and other industrialized countries of the world, due to the
rapid social and technical developments. As a matter of
fact, DM is now "growing at 3 times the rate of general
advertising around the world", (Asian Advertising and
Marketing, Dec. 86, Volume 1, No. 12, p. 12) and the
industry sales from DM in the U.S.A. was US$ 140 billion in
1986.
Direct Marketing actually comprises many differen-
forms of media and activities, and the percentage make-up of
these various activities are slightly different in various
places of the world. For instance, the 1986 figures for the









Although there are divergences in the emphasis of the
various activities in different places, the importance of DM
cannot be denied. However, in the U.S., DM has been going
on for a long time and the figures represent those of the
better-developed DM markets. Since DM has only taken off in
S.E. Asia in the last eight years, the scenario may be a bit
different and it will be interesting to have a glimpse of
the new market.
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DM in S.E. Asia
In the previous section, we have discussed the reasons
behind the growth of DM on the international scene, from its
inception. DM started in the U.S. in the 19th century, and
it has taken almost another century for it to reach the
other side of the Pacific Ocean---- S.E. Asia. As
mentioned before, the forces that are fueling the
development of direct marketing include demassification,
growing popularity of credit cards, changing lifestyles,
development of database marketing and the slippage in
television advertising efficiency. In fact, these forces
are also affecting Asia nowadays. That is why a number of
multinational companies took the lead in developing direct
marketing in Asia. Among these international corporations,
American Express is probably one of the earliest users of
direct marketing techniques in Asia. In 1980, American
Express asked its global advertising agency, Ogilvy and
Mather (0 M), to set up a direct marketing capability in
Asia to service the account. Ogilvy and Mather took the cue
and set up four offices in Asia---- Singapore, Hong Kong,
Malaysia and Thailand. Since then, o M has taken the lead
in developing and promoting direct marketing in the Asian
regions, with several other advertising agencies following
close at hand. On the other hand, with Taiwan's economy
developing at a rapid pace, marketers and advertisers are
also considering the development of DM in Taiwan. So, as a
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whole, the S.E. Asian region offers great potential for the
take-off of direct marketing. But since the activity is
still at an early stage of development in the region, there
are bound to be obstacles to overcome, and the problems are
very similar throughout the area. The conditions of the
different S.E. Asian regions are as described below.
(i) Thailand
Ironically, the chaos of Bangkok's notorious traffic is
an attraction for direct marketers. The tangled snarl of
congested urban traffic bodes well for the development of
direct marketing in a city where the logistics of movement
are made impossible by blocked streets, arguably the worst
traffic jams in Asia, and further complicated by annual
summer flooding.
Anything which makes personal shopping a difficult or
unpleasant task gives added lustre to the possibility of
consumers shopping from the comfort and convenience of their
own homes and making purchases and orders through coupons,
brochures and catalogs.
However, the direct marketing business in Bangkok is
still in its infancy and practitioners are faced with
problems of different natures. First and foremost, there
are no computerized mailing lists in Bangkok at present, and
most advertising costs are covered by media purchases
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creative and production costs are hardly covered at all
because the client has never learned that he has to pay for
them. Also, with direct marketing, there are no media
charges but there are fees, and to the average client, they
are high. How to charge for DM services is really a problem
in Thailand.
Yet, despite these problems, Thailand offers great
potential for expansion. In the words of some DM experts,
Thailand is a "virgin" market. Also, while most DM efforts
in Thailand are concentrated in Bangkok, DM practitioners
believe that attention should also be paid to Chiang Mai.
With a population of one million relatively affluent
individuals, this second largest city of Thailand is
afflicted by poor distribution of consumer goods. It is
also a long way from Bangkok, its major source of supply.
Of course, it may take some years before Bangkok or Chiang
Mai will be fully exploited, but DM practitioners are quite
optimistic about the future of business in Thailand.
(ii) Singapore
Singapore, with its efficiency in the handling of
bulk mail as well as good production and printing
facilities, has a strong supporting infrastructure for the
development of direct marketing. However, marketers in
Singapore discovered that direct marketing is not the pot of
14
gold they had hoped for at the end of the rainbow. One
basic problem is the failure of practitioners as well as
clients to understand what DM is all about. The Direct
Marketing Association of Singapore has tried to remedy the
situation by conducting regular courses and seminars.
However, they are hard-pressed to find local specialists
prepared to share their knowledge and expertise. Within the
industry, people are wary of the perils of pioneering the
direct response field and training a new generation of
specialists. If other advertising agencies establish direct
marketing divisions, the staff of the pioneering agency may
be vulnerable to poaching.
The recession of Singapore in 1986 has made life
difficult for a lot of people. It has been claimed that
some direct marketers report response rates of less than
0.5%. Even the DM pioneer, American Express, was hit by the
recession. For the two years of 1985 and 1986, the
response rate has been falling from 1.5 to 1%, and Amex was
forced to drop mailers from its lists.
Moreover, Singapore's direct marketers share a common
problem with fellow specialists throughout the region: good
quality lists are hard to come by. But industry people are
working hard to compile useful mail lists, for their clients
as well as for their own use.
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Looking ahead, Singapore's direct marketers are firm
believers in the country's potentials. According to one
practitioner, Singapore's direct mail could grow by "leaps
and bounds" over the coming years, and the day may come when
people get 15 pieces of mail in the mail box each day. Of
course, if the flow of unsolicited mail does really reach
such a level, there may be negative reactions, but until
then, Singapore still sounds very promising to direct
marketing people.
(iii) Malaysia
Malaysia shares many of the characteristics of its
neighbouring Asian countries with respect to the development
of direct marketing. The Malaysian direct market is still
very immature. Businesses are ad hoc and DM is not
considered part of the marketing mix. Mailing lists are
again a problem because of the bilingual duplication of
names, and there is a dire need for list brokers. Besides,
support services such as fulfillment agencies, list brokers
and couriers are deficient.
However, the picture is not really that gloomy. People
within the DM industry do feel there is good potential for
direct mail business in Malaysia. With credit facilities
improving, catalog sales are made easier and more
convenient. Also, as more and more women join the
16
workforce, there is a need for more convenience shopping.
Furthermore, as in the case of Thailand, there is a lot of
potential in the smaller towns in Malaysia, where people
might have the purchasing power, but not the availability of
goods.
Thus, Malaysia might be the next spot for DM's rapid
growth, but direct marketers will have to be patient in
waiting for the development of adequate support services.
(iv) Taiwan
To direct marketers, Taiwan presents challenges.
Practitioners lack mailing lists and psychographic data, and
few consumers have the necessary credit cards or cheque
books that allow convenient purchases. Also, Taiwan lacks
list brokers, lettershops and fulfillment houses. There are
a few list brokers, but they cannot gain the trust of the
agencies. Also, the quality of work in the lettershops is
not very reliable. List generation is also a problem. Some
clients have in-house lists, but other sources are scarce.
And many magazines refuse to rent their lists because they
do not want to reveal their circulation.
People are reserved with regard to the prospects of DM,
even though several well-established agencies such as
Saatchi and Saatchi have set up offices in Taiwan for DM
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operation. In any case, we shall have to wait and see what
happens when Taiwan permits the use of NT dollar credit
cards, which may just be the spark to set off the fire.
(v) Hong Kong
DM took off in Hong Kong at about the same time as
other Asian regions. The first Direct Marketing company in
Hong Kong was established by Ogilvy and Mather in 1980, and
by 1988, there were about 17 agencies offering comprehensive
direct marketing services. According to Godfrey Rooke,
chairman of Direct Marketing Association in Hong Kong, an
educated guesstimate of market size indicates that about
HK$ 250 million was spent on direct in 1987 (Asian
Advertising and Marketing, Apr. 88, p.64).
From our interviews with the various agencies, we are
also interested in obtaining general information and data on
the current situation of DM in Hong Kong. There are some
differences of opinion concerning the current situation of
DM in HK however, opinions about the problems facing the
industry are more or less the same.
Currently speaking, the major services provided by DM
agencies in Hong Kong consist mainly of direct mailing,
while there is also growing emphasis on T.V., print ads,
telemarketing and database marketing. As more and more
18
clients are pressing for DM services, there is a growing
tendency for advertising agencies to set up direct arms, or
to find affiliates to handle services in this area. There
is no standard calculation of fees for DM in Hong Kong.
Some charge on an hourly basis, while others charge a
commission, or according to the performance of the work.
However, it is common to find a combination of the various
means of charging fees.
In general, it is agreed that the first and foremost
difficulty facing the DM industry is the lack of skilled
direct marketing personnel. There is an urgent need for in-
depth expertise, and currently, many agencies are relying
heavily on expatriates to provide the know-how. However,
this alternative is really quite expensive and it may be
difficult to get first-class agency people to give up
everything to come to Hong Kong.
Closely related to the problem of personnel is the fact
that even though many new direct agencies have been formed,
there is a large deviation in work standards. Many of the
clients, as well as some agencies, equate direct mailinc
with direct marketing and serious education to both partieE
will be needed to improve the situation.
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Mailing lists are a common problem and in such a small
place as HK, it may not be possible to draw up high quality
lists. There is no standard clearing-house for mailing
lists in HK and no de-duplication is possible. The
government has not issued any legislation protecting the
rights of list owners and many are wary of taking their
lists out for "merge and purge" purposes.
There may be some limitations to the kinds of products
that are good for direct marketing. Tied in with this is
the question of long copy vs. short copy. Some have argued
that long copy is more effective in explaining merchandise
such as financial and technical products. But HK people,
being always on the move, may be frightened by a long letter
offering them some complicated products. On top of these,
not all consumers in HK are receptive to buying through DM.
Responses to coupons are not very satisfactory and consumers
are still averse to catalog purchases perhaps due to the
compact area of Hong Kong, people can easily step out and
see the products for themselves.
Although the local DM industry is faced with problems
in almost all areas, the performance of DM activities in
recent years has been encouraging. Actually, among the S.E.
Asian regions, Hong Kong and Singapore are the leading DM
markets. In Hong Kong, the DM scene is dominated by Ogilvy
20
and Mather, which billed a total of HK$70 million in 1988,
up 20% over 1987 figures. According to the April 1989 issue
of Asian Advertising and Marketing, the direct marketing
industry grew by an estimated 20%, though no concrete




In this research project, we will carry out an
exploratory study of the DM industry in Hong Kong.
Basically, we would like to approach the topic from the
perspective of the direct marketing agencies. This is
because, among the major parties involved in direct
marketing (i.e., the agencies, the advertisers and the
customers), the direct agencies are usually responsible for
taking the initiative in the development of the industry.
It is assumed that the agencies have first-hand knowledge of
the techniques and they are in a position to offer
professional advice to their clients. It is our hope that
through studying the attitudes of the direct agencies
towards DM, we will be able to gain insight into the future
development of this marketing activity in Hong Kong. We
hope that through the research, we will be able to propose
some useful recommendations to the industry.
The areas of interest are:
(i) operations
- what kinds of services are offered
- what is the nature of their clients (ad hoc/retainer)
and what businesses are the clients in
- do the agencies carry out testing and evaluation of
the direct marketing activities
(ii) problems faced by the industry, in particular:
- shortage of skilled personnel
- quality of the lists
- clients' understanding and attitude towards direct
marketing
- the buying habits of Hong Kong people, and hence
the limitations on the implementation of DM




Basically, the exploratory study can be divided into 3
stages. In the first stage, we carried out a comprehensive
literature search and a key informant survey so as to learn
more about the past developments and the present situation
of the DM industry in Asia, and in particular, in Hong Kong.
We have searched through several magazines, such as Asian
Advertising and Marketing, Media and Marketing, Hong Kong
Economic Journal, as well as utilizing ABI/Inform. We have
conducted interviews with key staff in 6 different agencies
which have been handling direct marketing for some time.
The list includes the direct arms of 2 advertising agencies
(Kobs and Draft, J. Walter Thompson Direct), a regional
direct marketing agency (Times Direct Marketing), a local
independent direct marketing agency (Ad-Post), and, 2 major
users of DM in Hong Kong, but they are only involved in the
activity for their own use (Readers' Digest, American
Express). The details and the general findings of the key
informant survey have been discussed in the previous
sections.
In the second stage, a mail survey was conducted.
Based on the background information obtained in stage one, a
questionnaire was constructed to collect the information and
opinions from all the direct marketing agencies in Hong
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Kong. The questionnaire (Appendix 1) was highly structured
and precoded in order to facilitate data analysis.
Basically, it was composed of 3 sections:
(i) Section I- Operations of the Agencies (Q.l-Q.10)
Services offeredQ.1
Source of listsQ.2
Q.3 Nature of business of clients
Q.4 Relationship with clients (retainer vs.
ad hoc)
Tests conductedQ.5-7
Reason for not doing testsQ.8
Q. 9-10 Evaluation conducted
(ii) Section II- Problems faced by the Industry (Q.11-Q.23)
Q.11- Spontaneous Awareness of the problems facing
the industry
Q.12-23- Attitudes towards the statements relating to
the problems facing the local DM industry
(iii) Section III- Classification Data (Q.24-Q.28)
Q. 24-25 Type of Agency
Number of staffQ.26
Years of operationQ. 27
Position of the respondentQ.28
The target population is defined as the advertising
agencies that have a direct marketing department/unit and
all agencies that provide direct marketing services to
clients. However, we excluded those direct marketing
agencies with limited services that do not offer creative
and marketing consultation services to clients, such as list
brokers and lettershops, because they do not have a
cmmnrehensive view of the industry.
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All the agencies that fell into the target population
were located by searching the telephone directory as well as
a business directory called Asian Rates and Data Service
(ARADS, January- March 1988), which lists the details of
many agencies in the fields of publishing, marketing
research, advertising, direct marketing, etc., in the region
of South East Asia. Moreover, we also sought the help of
the Direct Mail and Marketing Association (DMMA) of Hong
Kong, which kindly supplied us with its member list. Before
sending out the questionnaires, we contacted the agencies
identified by phone to confirm their nature of business and
the appropriate respondents. Before sending out the
questionnaires, a pretest was conducted to improve the
reliability and validity of the measuring instrument. As
there were only 17 agencies identified as our target
population, we could not conduct the pretest with the
agencies. So we conducted pretests with 4 undergraduate
marketing majors and 2 final year full-time MBA students to
check whether they understood the questionnaire. Based on
the feedback of the pretests, several minor modifications
were made in the wording as well as the layout of the
questionnaire. Before the pretest, Q.7 and Q.9 were phrased
as follows:
Q.7 In average, how many times out of 10 times did your
agency conduct the kinds of tests indicated in Q.6(a)
above?
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Q.9 In average, how many times out of 10 times were your
direct marketing activities evaluated after
implementation?
The two questions were rephrased after the pretest, as
seen in the questionnaire (Appendix 1).
To facilitate and encourage the agencies' response, a
cover letter and postage-paid envelope were attached to the
questionnaire. The cover letter (Appendix 2) explained our
purpose of study and asked the recipient to answer the
questionnaire by himself/herself or hand it over to other
appropriate service staff. After a two-week response period,
telephone follow-ups were conducted to check whether the
agencies had received our letters and subsequently returned
the questionnaires to us.
So, in our mail survey, direct marketing agencies were
the unit of analysis, while the target respondents were
individuals, usually key personnel in the agencies.
Another key informant survey with 4 direct marketing
agencies was conducted in the final stage. The list
includes NatAlan FCB Direct Ltd., Saatchi & Saatchi, HDM
Wunderman and Ogilvy & Mather Direct. The objective is to
gauge the opinions of the experts on how to solve the
problems identified in our survey.
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Data Analysis and Interpretation
(A) Classification Data
Seventeen questionnaires were sent out and we received
eleven replies, thus yielding a response rate of 65%.
However, one of the returned questionnaires was unusable and
was not included in the data analysis. Among the 17
agencies identified, eight of them were either the direct
marketing department/unit of advertising agencies or direct
marketing agencies affiliated with an advertising agency.
One of them was the local office of an independent
international direct marketing company. The remaining eight
were Hong Kong-based direct marketing agencies. As seen in
Figure 1, the response rates varied across different types
of agencies. The response rate was high for advertising-
related and international direct marketing agencies (75% and
100%, respectively). The local-based direct marketing
companies can be said to be underrepresented in the present
study in view of the low response rate of 38%.
Significant variations were also observed in the number
of staff as well as the years of operation of different
agencies. The number of staff ranged from 1 to as high as
49, while the years of operation varied from 1 year 3 months
to as long as 10 years (Figures 2 and 3).
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When we cross-tabulated the number of staff and years
of operation by the type of agency (Tables 1 and 2), it was
found that the 3 independent locally-based direct marketing
agencies had a small staff and had been operating for only
one to two years. It is possible that the other 5 non-
responding agencies are also short in years of operation,
small in scale, and lacking in DM experience. Perhaps this
is why the response rate in this category is comparatively
low.




Advertising 2 L 2 6
International 0 C 1 1
Local 3 C 0 3
5Total 32 10
Advertising: Direct marketing department/unit of
an advertising agency or direct
marketing agency affiliated with an
advertising agency.
International Independent international direct
marketing agency.
Local: Hong Kong-based direct marketing agency.
6-15 > 15 Total
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Table 2: Years of Operation by Type of Agency
Years of Operation
Type of
Agency 1-2 3-4 >4 Total
Advertising 2 1 3 6
International 0 0 1 1
Local 3 0 0 3
Total 5 1 10
Finally, concerning the positions of the respondents,
the results showed that almost all of the respondents were
senior staff in the agencies. Seven of them are Managing
Directors or Directors while the remaining three are
Creative Director, Marketing Manager and Direct Marketing
Executive, respectively. It is believed that the data
obtained is quite representative and reliable because these
people are knowledgeable about their agencies' operations as
well as the overall direct marketing industry in Hong Kong.
(B) Operations
(i) Services
Most of the agencies which responded provide a variety
of services. The kinds of services provided are listed in
the following table in a descending order of prevalence.
4
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Table 3: Services of the DM Agencies
Kinds of Service No. of AenciPs
Direct mail 9
Coupon (and telephone) response
ads in newspapers and magazines 7
Order and fulfillment 7
'Take-one' leaflets at POS/POP inviting
purchase/enquiry 6




The results confirmed our earlier findings in the first
stage that direct mail is the dominant type of service
provided by local direct marketing agencies. As mentioned
before, telemarketing and database marketing are relatively
undeveloped in Hong Kong and there are only a small number
rN^ K r% v-%- -v e% e- 1^%' .a 4 r% n 11 a-% rc s 4 r I r.
(ii) Sources of list
Fifty percent of the respondents revealed that their
agencies got the lists primarily by renting from other list
brokers. Three of the 10 agencies said that some of the
lists are self-generated and some are rented from other list
brokers or supplied by. clients. Only 2 agencies self-
generate the lists for clients most of the time. This
indicates that, to a large extent, most direct marketing
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agencies have to seek the help of outside list
brokers/managers in order to conduct direct marketing
activities.
(111) Clients
The average breakdown of the clients according to the
nature of business is depicted in Figure 4. Clients in the
business of financial marketing, e.g., credit cards and life
insurance, are the major users of direct marketing services.
Retailers, in particular those who sell via mail order, as
well as publishers, are also major direct marketing
customers.
Concerning the relationship with clients, 66% of the
clients are long-term retainers while 34% are ad-hoc
clients.
(iv) Testing of direct marketing activities
Only 5 of the 10 agencies have ever conducted tests
before implementing the direct marketing activities for
clients in the past. Among the kinds of tests that they
have conducted, (e.g., copy, list, package and offer), the
list has always been the major focus of testing.
The average number of times that testing has been
carried out by the 5 agencies in the past 6 months is about
7, but the deviation between different agencies is very
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large. One agency conducted no tests in the past 6 months,
while another has conducted 20 tests during the same period.
As shown in table 4, amongst all the possible factors
that discourage direct marketers from doing tests, small
list size, budget constraint and clients' disapproval are
the major reasons.
Table 4: Factors Affecting the Conducting of Tests
Factor 1st mention 2nd mention
List size is too small 3 4
Budget constraint 3 3
Clients' disapproval 3 0
Time constraint 0 3
Not enough staff 1 0
Total 10 10
It is very easy to understand why the size of the list
hinders testing. If the list size is large, testing can be
carried out by extracting a small proportion of the list. On
the contrary, in the case of a small-size list, a
significant portion of the list must be extracted, which
makes the testing very cost-inefficient.
The problems of budget constraint and clients'
disapproval are closely tied together. As revealed in our
first stage key-informant survey, some clients do not have a
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fair knowledge of and/or a long-term commitment to DM. They
care only about the short-term results. As a corollary,
they only allow a tight budget for DM and are unwilling to
see part of the budget being spent on testing, instead of
other 'cash-generating' activities.
(v) Evaluation of DM activities
When asked about how many times the agencies' DM
activities were evaluated after implementation in the past 6
months, 5 respondents gave a figure in the range of 0- 51
while the other half said they have conducted more than 5
post-evaluations during that period. Seven respondents
indicated that it is usually the agency that initiates the
evaluation. There was only one case which reported that the
client suggested an evaluation.
When conducting the evaluation, the agencies usually
work together with the client. There are only 2 agencies
that usually conduct evaluations all on their own effort.
Finally, one agency indicated that it is usually the clientE
that take up the task of evaluation.
(C) Problems facing the DM industry
In Q.ll, the respondents were asked to list the
problems facing the direct marketing industry in Hong Kong.
All the open-ended answers are grouped into the following
six major problem areas:
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(i) Shortage of Qualified Personnel (Personnel)
Examples of statements classified within this area are:
'Qualified staff' (ID:01, 1st mention)
'Lack of trained staff' (ID:03, 1st mention)
'Lack of proper training' (ID:04, 1st mention)
'Too few trained people' (ID:06, 1st mention)
'High cost of talented, experienced staff who have
to be imported' (ID:08, 4th mention)
(ii) Quality of List (List)
Examples of statements:
'Support services, e.g., list brokers'
(ID:01, 2nd mention)
'Lack of good list' (ID:02, 2nd mention)
'No independent service bureau to process lists'
(ID:05, 3rd mention)
'Poor lists- no industry standards'
(ID:06, 3rd mention)
'Limited sources of list' (ID:07, 5th mention)
(iii) Clients' Knowledge of and Attitude towards DM (Client)
Examples of statements:
'Client awareness/education' (ID:01, 3rd mention)
'Lack of educated clients' (ID:02, 2nd mention)
'Clients go for low-cost lists' (ID:04, 2nd mention
'Clients unwilling to think long term'
(ID:05, 1st mention)
(iv) Size of Market (Market)
Examples of statements:
'Limited size market' (ID:01, 5th mention)
'Small population and market size'
(ID: 07, 4th mention)
(v) Postal System (Postage)
Examples of statements:
'Unavailability of bulk postage discounts'
(ID:04, 4th mention)
'Postal restrictions' (ID: 07, 6th mention)
'No zip-code system' (ID:09, 4th mention)
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The following statements, which were mentioned only
once and do not relate to the above problem areas, are
considered as minor nrob1Pms!
'Sincerity in offering direct marketing service
of advertising agencies' (ID: 04, 3rd mention)
'No regional 800 telephone number'
(ID:l0, 3rd mention)
'Budget and timing constraint'
(ID:10, 6th mention)
Table 5: Spontaneous Mention of Problems
Mention Total
Problem Areas 1st 2nd 3rd 4th 5th 6th Freauencv
5 3 1 11. Personnel 10
3 3 3 12. Client 10
2 4 2 13. List 9
4. Postage 2
1 3
1 15. Market 2
As shown in table 5, shortage of qualified personnel,
clients' understanding and attitude towards direct marketing
and the quality of lists are widely regarded as the major
problems facing the direct marketing industry at the present
time. Contrary to our expectations, none of the respondents
mentioned the buying habits of the Hong Kong people or the
professional standards of the direct marketing industry as
problems. Rather, the postal system and the local market
size are considered as problems.
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For Q.12 to Q.23, respondents were asked to rate 12
statements using a 5-point scale where 1=strongly agree,
2=agree, 3=neither agree nor disagree, 4=disagree, and
5=strongly disagree. These statements are related to the
problems facing the local direct marketing industry and can
be grouped into 5 different areas.
Table 6: Responses to Attitudinal Statements
Standard
Mean Deviation
Scor (N - 1)
Shortage of Qualified Personnel
Q.12 There is a shortage of
qualified personnel in the direct
marketina industry in Hong Kong. 1.3 0.48
Quality of Lists
Q.17 In general, the lists offered
by the list managers/brokers are
4.0 0.67of high quality.
Q.22 To get a representative list,
one has to go to several list
brokers/managers because few of them
can supply a comprehensive list. 2.1 1.25
Clients' Understanding and Attitudes
Q.14 Clients come to use direct
marketing only when they find
traditional marketing activities
2.4 0.82unsatisfactory.
Q.18 Clients don't know much about
0.721.7direct marketing.
16




Professional Standards of the Agencies
Q.13 Agencies are not doing enough
testing and evaluation of their
direct marketing programs now. 1.7 0.48
Q.16 In general, the services
provided by the direct marketing
agencies in Hong Kong are of high
quality. 3.2 0.63
Q.21 The phrase 'junk mail' is
sometimes justified because of some
agencies' careless attention to the
list and the copy. 1.9 0.57
Buying Habits of the HK people
and the Limitation to the
Implementation of Direct Marketing
Q.15 Direct marketing is widely
used to promote many different kinds
of products in the U.S., but in H.K.,
it would be more effective in
promoting exclusive and technical
3.8 1.40products.
Q.19 Hong Kong people prefer to
shop outdoors to have a feel of the
products themselves. 2.9 1.10
Q.20 Long copy is less effective
than short copy in H.K. 3.6 1.18
Q.23 Hong Kong people are receptive
to incentive promotions such as
coupons and lucky draws. 2.0 0.82
originally, Q.22 was formulated to gauge the
respondents' opinions on the difficulty in sourcing a good,
representative list. The mean score showed that the
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respondents did agree that the sourcing of such a list was a
thorny issue. However, the only two missing cases on this
part of statement-rating were both located in Q.22. One
respondent even expressed in the questionnaire that he did
not understand the statement because a good list need not be
representative. Moreover, in view of the high value of the
standard deviation, one should have some reservations about
the implications of this result.
When we cross-checked the findings in table 6 with the
major problems spontaneously mentioned by the respondents,
similar results were observed. The responses to the
statements indicated that the respondents strongly agreed
that there is a shortage of qualified personnel. They also
agreed that the lists offered by the list manager/brokers
are not of high quality. They admitted that the clients do
not know much about direct marketing, which is given a
residual role secondary to the traditional marketing
activities. The relatively small values of standard
deviations indicate that the respondents have a highly
unified view on these problems.
Concerning the professional standards of the direct
marketing agencies, the mean scores of the 3 statements
showed that the agencies themselves do not think their
services are of high quality. They think that agencies are
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not doing enough testing and evaluation and the phrase 'junk
mail' is sometimes justified. All three statements have
small standard deviations, meaning that the ten respondents'
views on the professional standards of the direct marketing
agencies are quite consistent
The opinions of the respondents turned out to be
divergent when they were asked to evaluate the statements
relating to the buying habits of the Hong Kong people and
the limitations to the implementation of direct marketing in
Hong Kong. Three out of the 4 statements have standard
deviations greater than 1, while the remaining one has a
relatively high standard deviation of 0.82. The diversity
of their opinions can be explained in light of the
differences in the types of clients, the services provided,
and their experience in the local direct marketing field.
Despite the variations, some general conclusions can be
formed. First of all, in Hong Kong, direct marketing is not
limited to solely promoting exclusive and technical
products. Hong Kong people do not necessarily prefer
shopping outdoors to have a feel of the products themselves,
and they are quite receptive to incentive promotions.
Finally, there is no definite rule of thumb on whether long
copy is less effective than short copy in Hong Kong.
To sum up, the major problems facing the local DM
industry are, namely, shortage of qualified personnel, the
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clients' knowledge and attitudes towards DM, and the quality
of the lists. Although the general standards of the DM
agencies were not mentioned spontaneously as one of the
problems, the consistent findings in the responses to Q.13,
Q. 16 and Q.21 indicated that there is still room for
improvement. On the other hand, contrary to our
expectations in the first stage of our study, the size of
the market and the postal system emerged as problems to the
local DM industry, but they seems to be of lesser
importance.
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Summary of Key Informant Interviews
Based on the findings from our questionnaire survey, we
identified five major areas where DM practitioners
encounter problems. These include quality of personnel, the
clients' lack of understanding about DM, the quality of the
mailing lists, the size of the market, and the postal system
in Hong Kong. For the problem concerning the size of the
market, there is not much the practitioners can do to
enlarge the pie, but wait for the market to grow and be more
receptive to direct marketing activities. As for the other
issues, we were very interested to see how they are tackled
by the agencies. So, we conducted another key informant
survey with well-experienced professionals from four direct
marketing agencies in Hong Kong, including Mr. Alan Lung of
NatAlan FCB Direct Ltd., Mr. David Miller of Saatchi
Saatchi, Mr. Alan Moore of HDM Wunderman, and Mr. Godfrey
Rooke of Ogilvy Mather Direct (Mr. Rooke is also the
current Chairman of the Direct Mail/Marketing Association in
Hong Kong). The four interviewees are very well-versed on
the techniques of direct marketing, and have wide exposure
in the local field, as well as abroad.
One of the major reasons that we carried out the
interviews was that we wanted to see the problems and/or
solutions from the perspectives of the professionals and how
the DM experts view the future direction of DM in Hong Kong.
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In the interviews, we focused on the major problems
mentioned above and from what we obtained, opinions were
quite diverse at times on one or two issues.
From the interviews, it is found that, in general, the
issue of quality DM personnel is a problem to the agencies.
However, this is recognized as an international problem,
since there is a shortage of well-trained DM staff all over
the world. One of the reasons behind this, as suggested,
was the belief that DM is not as glamorous as general
advertising. Take the example of the annual promotional
campaign of Coca-Cola as the work of a general advertiser,
in its mass appeal, it may look very outstanding and become
the talk of the town. As for the DM people, they may be
only targeting at a small section of the society, and in the
implementation, their work may be more 'quiet' than that of
the general advertising people. On the other hand, it is
difficult to switch general advertising people into good DM
staff. This is not only due to the training involved, but
also because of the mental block of the general advertising
people. Actually, as a means of marketing communications,
DM has not yet been fully understood by people both inside
and outside the advertising industry. To many general
advertising practitioners, direct marketing means direct
mailing and it is not worth their effort to switch over to
DM, since it involves only sending mail orders and catalogs.
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This kind of misconception has prevented many people from
moving to direct marketing and it may take some time before
this mental block can be cleared.
Since it is not an easy job to get people within the
general advertising field to switch over to DM, efforts were
made to train newcomers with potential. In the first place,
capable young people with good potential are difficult to
get. Besides, there are not many colleges internationally
that offer a regular DM curriculum. So, even if there were
such a pool of talent, it may take some time and much money
before they are sufficiently equipped with DM knowledge.
Furthermore, once these young people are well-equipped, they
are prone to poaching by other agencies. The problem is all
the more serious with the approaching of 1997, since there
is a drain of experienced marketing professionals, as well
as young capable talent. So recruiting "new blood" into the
industry may not be as easy as it seems.
Yet, training new recruits would be a solution in the
long run. Many agencies, such as Ogilvy & Mather, are
turning to the universities and colleges, trying to tap the
talent there. But to fill the senior level, the more usual
practice of the agencies is to obtain expertise from
overseas.. Yet, hiring expatriates is a costly alternative
and it may not be easy to secure suitable candidates.
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People with families and well-established positions may have
to give up a lot if they are to relocate, and the
compensation required would not be small. Besides, it would
be futile to hire someone who knows nothing about the local
conditions and culture. In fact, there have been
suggestions to hire professionals from the nearby S.E. Asian
countries, since there would be a greater similarity in the
ethnic and cultural backgrounds. But still, there are
language barriers since not many Singaporeans or Malaysians
can speak Chinese, let alone Cantonese, the most popular
dialect in Hong Kong. The problem does not end here. Among
the various South-East Asian regions, Hong Kong is already
quite sophisticated in the development of direct marketing.
To look for expertise suitable for Hong Kong, it may be
necessary to look in places with more developed DM. Since
Taiwan, Malaysia and Thailand are still relatively new to
the DM scene, the only SE Asian region good for "head-
hunting" would be Singapore. However, as mentioned above,
staff shortage is not a problem limited to Hong Kong.
Singapore is also sharing the same experience, and in fact,
Hong Kong practitioners are being "head-hunted" to
Singapore. So, if Hong Kong is to look for talent from
Singapore, it may eventually turn out to be a tug-of-war
between the 2 regions. -So, recruiting western expatriates
from abroad seems to be the only solution for now.
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Another issue that we addressed during the interviews
is the lacking of understanding of DM on the part of the
clients. Of course, there are clients, like American
Express, who are themselves leaders in the DM field.
However, in Hong Kong, there are still a large number of
advertisers who should have made use of DM but have little
or no knowledge about the activity, and there is an urgent
need for education on DM.
Actually, the Direct Mail/Marketing Association (DMMA)
in Hong Kong has contributed efforts to promote the
awareness of DM. The DMMA is essentially a trade
organization, and is open for anyone who is interested in
direct marketing. Currently, there are about 100 members
and they include practitioners in DM agencies, as well as
business executives from various fields. They meet once a
month at lunch, or seminars where renowned professionals are
invited to give speeches on DM. However, as Godfrey Rooke,
the Chairman of DMMA, remarked, there was no difficulty in
obtaining the necessary financial resources, but getting the
required manpower and time would be quite a problem.
So, the responsibility of educating the clients would
fall on the shoulders of the direct marketing agencies.
However, this takes us back to the point of staff shortage.
As there is not sufficient qualified DM personnel within the
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agencies themselves, there may be problems for the agencies
to educate their clients. So the steps to the clients'
better understanding of DM would start from the training of
DM personnel first, prior to the education of the clients.
The four interviewees generally agreed that the qualit3
of mailing lists in Hong Kong is not very satisfactory. Fo
involved once they take lists out, in case their lists arE
stolen by others. On the other hand, computerization haE
not been fully developed into the area of direct marketinc
in the sense that data is now commonly stored on floppy
disks rather than magnetic tapes, which prevents the
operation of de-duplication. Moreover, it is not unusual to
find someone in Hong Kong with at least three names-- a
Chinese name, an English name, and the English
transliteration of the Chinese name. The fact that Hong
Kong people are living in a bilingual environment is
sometimes a headache to the DM practitioners, since they may
have to devote more effort to the de-duplication of names.
However, from the interviews, we observed that the idea
of setting up a central standard service to 'merge and
purge' the mailing lists is not very welcome. In view of
the small size of the local market, it would not be
economical to establish such a service for the sole purpose
one thing, list owners are wary of the security risk:
46
of 'merge and purge'. It would be difficult to persuade the
individual list owners to take out their lists since they
would worry that their lists might be stolen. At present,
list owners can protect their lists from theft by 'seeding'
their lists first before taking them out. They would put
their own names or some dummy names onto the lists, and in
case the lists are misused, they would come to know about
it, and they can blacklist the borrower of the lists. Also,
it has been suggested that perhaps, the lettershops can take
up such a role, but this would require very strict self-
discipline on the part of the lettershops, or else no list
owners would be willing to offer their lists for 'merge and
purge', and the quality of the lists would never be
improved.
Apart from the quality of the mailing lists, we have
also asked our interviewees about the issue of testing.
According to our survey results, most of the tests that were
carried out were done on the mailing lists. This may be
because it is relatively easier. Since the market is so
small, it would be rather sophisticated and difficult to
maintain controls if the creative or the offer were tested.
In testing, only one variable is tested. The ads or
mailings should be identical in every respect except for the
one area being tested. Yet still, in view of the small size
of the market, it would not be very economical to do too
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many tests on the mailing lists. To get statistically
meaningful differences, there must be a big enough sample of
a mailing list. Also, there must be sufficient responses to
show clearly which is the better one. It has been claimed
by many textbooks that testing is very important for the
measurability and controllability of DM activities, but on
the other hand, from our interviews, there have been
comments that testing is not highly recommended. Since DM
is a relatively new industry in Hong Kong, the agencies may
have to learn through trying, but it would be better if they
are not doing it with the clients' money.
From our findings in the survey, the professional
standards of the local DM industry appear not to be very
satisfactory. This may be related to the problems listed
above. With insufficient quality staff, the performance of
the industry as a whole, is of course, hampered. Besides,
the difficulty of getting a good mailing list and the lack
of understanding of DM by clients are also obstacles to the
improvement of the local professional standards. Since
there is no in-depth knowledge of DM on the part of the
clients, very often the agencies may find themselves limited
in their work by the constraints of the budget allocated by
the clients.
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The performance of the local postal system is generally
perceived as good however, in comparison with Singapore,
there is still room for improvement in Hong Kong in the area
of the handling of bulk mail and bulk mail discount. In the
case of the U.S., the Postal Service is actively involved in
the promotion of DM, and organizing seminars in DM to
educate the public about the marketing activity. This is
because the post office was a major beneficiary of DM
development and faster DM advancement would mean more
profits for the post Office. The local Post Office also has
its own vested interests in the business of DM. However,
since the HK government is engaged in laissez-faire policy,
it would not take up such an active role in the promotion of
DM as in the U.S. Yet, it may still help if the government
can provide stronger infrastructural support service in the
postal system.
Finally, when we asked our interviewees about their
views on the future direction of DM, it appears that TV and
print ads look quite promising. In the U.S., there are many
local TV stations with low-cost advertising time or
commission on sales, and these offer a lower rate of TV
advertising. At present, Hong Kong may not be able to
follow suit, but with the coming of cable TV, the situation
may change.
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While TV and print ads may grow in prominence in DM, in-
bound telemarketing as a supporting service may also
complement the growth of TV direct advertisements. Also, it
has been suggested that direct mail, supplemented with out-
bound telemarketing, may also be a good combination for the
future development of DM in Hong Kong.
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Recommendations
Based on the information obtained in different stages of
our research, we have several recommendations which may help
foster the long-term development of the DM industry in Hong
Kong.
1. The long-term fundamental solution to the shortage of
personnel lies on the training of new-blood. However, the
DM industry lacks a pro-active attitude towards attracting
young people. We fail to see an intensified effort on the
part of larger agencies to provide in-house training
programmes, except in the case of one or two leading
agencies. Unless the industry attracts the best young
brains and opens their eyes to the potential of DM, they
will not include DM on the priority list of career choices
when they graduate, let alone give it a high priority. To
arouse their career interest in the field, interested
agencies should host familiarization visits for university
graduates and arrange for recruitment talks or seminars on
campus.
Perhaps DMMA can take an important role by inviting
several experienced DM practitioners to teach DM on a part-
time basis and, at the same time, approach the universities
to see if there is a possibility of arranging one or two DM
courses on the universities' marketing curriculum.
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2. For the advertising agencies that have the determination
to develop their DM operations, internal marketing should be
targeted to all staff in the agency, in particular those
servicing accounts because they are in a position to cross
sell the agency's services. The objective is to ensure that
each staff has at least a basic knowledge of what DM is,
what it can achieve, and how it can work hand in hand with
general advertising.
This internal marketing can be achieved through
seminars, lectures, handouts, brochures, etc. On top of
these, the temporary transfer of the general advertising
people to the DM unit may be a good way to remove their
mental blocks against DM and at the same time enhance their
working knowledge of DM. If these people become interested
in DM and have potential in the field, they can be
transferred to the DM unit, which in turn help alleviate the
staff shortage problem. On the contrary, if the staff
prefer to stay with general advertising, the DM unit can
still be benefited. Because the staff now has a wider
understanding of the agency's services, he can join in the
task of educating marketers in the potentials of the
discipline.
3. Although the DMMA is constrained by manpower to take up
the role of educator, it can still take up a more pro-active
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approach to establish its profile in the local marketing
industry. As mentioned before, the major kind of activity
organized by DMMA at present is the monthly seminar in which
speakers are invited to talk about topics relating to DM.
Although the seminars are open to all interested parties,
the majority of the participants are DMMA members.
We suggest that the DMMA undertake more publicity of its
activities, e.g., the details of the coming seminar should
be announced in the major newspapers. In the case of major
events such as internationally renowned DM experts coming
to give talks, invitations should be sent to advertising
agencies, marketing companies, and all other potential DM
users. The media should also be invited as well. Press
releases, feature articles, and a copy of the speech should
be prepared for media coverage. To handle these, perhaps
the DMMA can recruit one or two full-time staff.
Besides a public relations program, the DMMA can
consider the possibility of holding a contest amongst the DM
agencies to recognize the efforts of outstanding DM work,
similar to the one organized by Hong Kong Management
Association's Golden Arrow Award for Marketing Excellence.
The contest can build awareness and establish a high
profile for the local DM industry. It can also help to
upgrade the professional standards of the agencies.
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4. The DM industry should strongly recommend to government
authorities such as the Post Master General the
establishment of a zip code system. With such a system, it
is much easier to build databases and de-duplicate lists.
With its good relationship with the Post Office, the DM
industry should also lobby for more bulk mail discount,
which can enhance the competitive edge of HK over other
South-East Asian countries, in particular, Singapore, in
becoming the regional DM centre.
5. At the present moment, while many marketers are not
conversant with the potentials of DM, demonstrating value is
fundamental to the growth and development of DM. In this
regard, we think most of the agencies are on the right
track. It is usually the agencies that initiate a post-
evaluation of the DM activities and they always work with
the client in the evaluation. Involvement of the client can
enhance the objectivity and credibility of the evaluation.
Only after the clients truly appreciate the agency's work
can they develop a long-term commitment to DM. So, it is
recommended that all DM agencies always look for the
possibility of conducting evaluations on their work together
with the clients. The proof of results is especially
important for converting new clients into retainer clients.
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Limitations
Several limitations relating to the research design are
observed. They are:
1. According to our definition of DM agencies, Readers'
Digest and American Express, who do DM only for their
own use, as well as the list brokerage houses, were not
included in the target population. To do the contrary
would require extra time and effort for developing
another questionnaire, which was not considered
worthwhile. However, their expert opinions were
gauged in the first-stage key informant survey and
served as valuable insights in drafting the question-
naire.
2. Agencies in the target population were located through
searching the telephone directory and a business
directory called ARADS, as well as the member list of
DMMA. The number of agencies identified was 17, which
approximated the number as claimed by industry experts.
However, there was still a possibility that some new,
small scale and low-profile agencies were overlooked.
3. The mail survey achieved a response rate of 65%, which
is considered rather high in normal mail surveys.
However, the response rates varied across different
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types of agencies and the local independent DM agencies
were underrepresented in the survey.
The 3 limitations stated above all led to the problem of
external validity. So, one should be cautious when
interpreting the survey results because they cannot be
generalized to all the DM agencies.
4. To enhance the reliability and validity of our survey
results, a pretest of the questionnaire was conductec
before data collection. The pretest interviews were
conducted among marketing undergraduates and MB7
students. Without a doubt, they did not know too mucl
about DM and, hence, were not in a position to answer
the questionnaire. The objectives of the pretest were
limited to ensuring that the wording was easily
comprehensible and the layout was clear. This
inadequate pretesting failed to screen out poorly
phrased and ambiguous questions. Fortunately, this
limitation was not too serious as there were few missing
responses in the questionnaires received, and only one
respondent mentioned that he did not understand one
question in the questionnaire.
5. The 12 statements relating to the problems facing the DM
industry (Q.12 and Q.13) are deliberately put after
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Q.11, in which respondents were asked to list the
problems spontaneously, so as not to sensitize the
respondents. However, due to the self-administering
nature of the mail survey, respondents can always modify
their responses by going back and forth in the
questionnaire. Thus, it is believed that the answers to
Q.11 were not absolutely spontaneous unless the 12
statements were discarded.
6. The findings of the present study may be somewhat
biased because there are overlappings of respondents or
targets in different stages of our research. For
example, some experts interviewed in the key
informant survey were also respondents of the mail
survey.
7. Although we have acquired comprehensive knowledge of DM
in Hong Kong through a detailed literature search, key
informant surveys and a mail survey, we are not in a
position to offer solid and sound recommendations to the
DM agencies for instance, we are not very sure where to
stand on the issue of advocating the testing of DM
activities. The major reason is that we lack actual
practical experience in DM, and what we can get is only
second-hand information from books and dialogues.
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The present study is only of an exploratory nature and
does not aim at testing specific hypotheses. Therefore,
the limitations stated above do not seem to pose a major
threat to the findings of this report.
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Conclusion
Nowadays, direct marketing has become gradually
established as part of the Hong Kong marketing mix. After
several years of trial-and-error, most of H.K.'s larger
agencies have pulled their direct operations together.
Local independent DM agencies have also developed up to
exploit the opportunities envisioned in the field. However,
all agencies, no matter how large or small, new or
established, do face several major obstacles which
significantly hamper their development.
First of all, the local prominent issue of staff
shortage causes a major headache to the industry. There is
a shortage of experienced personnel and newcomers as well.
knother significant problem rests on the clients' attitude
towards DM. Recent years may have seen direct marketing
lain substantially in acceptance among clients, but
specialists maintain that they still face a major task in
educating marketers on the potential of the discipline.
Gast, but not least, DM practitioners admit that Hong Kong
is similar to other countries where direct marketing is at
in early stage of development, in that it is very difficult
to secure high quality lists.
Based on the feedback obtained in the key informant
interviews and the mail survey, we came up with several
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recommendations for the DM industry, which require pro-
active efforts on the part of the agencies and the DMMA to
create awareness of DM among the local business community,
attract young brains, educate the clients, and actively
lobby with the authorities.
Although the present study has several limitations and
we are not too conversant with the operations and the
internal constraints of the DM agencies, we do hope that
this study will be of practical value to the development of
the local direct marketing industry.
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1. What kinds of services does your agency offer to clients?
Please place a tick in the appropriate blank. ID 1-2
Direct mail 3
'Take-one' leaflets at POS/POP inviting
purchase/enquiry 4
Coupon (and telephone) response ads in







2. How does your agency get the lists for conducting direct
marketing activities? (Check only one) 11
1) Most of the lists are self-generated by your
agency for clients.
2) Some are self-generated and some are rented from
other list brokers or supplied by clients.
3) Most are rented from other list brokers.
4) Most are supplied by clients.
5) Others (please specify)
3. Please divide 100 points between the following classifications
to describe the make-up of your clients.
Financial marketing 12-14
Publishing 15-17
Hotel and restaurant marketing 18-20




Others, please specify below
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4. Roughly, what percentage of your clients are long-term Office Use





5. Has your agency ever conducted any tests on copy/list/packagc




6. (a) What kinds of tests has your agency conducted?
(Check all that apply)








4) Others (please specify)
i) 41
ii) 42
9) Don't know 43
(b) 44
7. During the past 6 months, how many times did your agency
conduct the kinds of tests indicated in Q.6(a) above?
times 45-46
8. What is the most important factor discouraging direct
marketers from doing tests? What is the second most 47





3) List size is too small
4) Client's disapproval
5) No scientific way to test
6) Not enough staff






9. During the past 6 months, how many times were your direct
marketing activities evaluated after implementation? Office USE
times 49-50
10. Usually, who initiates an evaluation? (i.e. who suggests
have an evaluation?) And who conducts the evaluation?
Agency or Clients or Both?
Client Agency Both
initiation or evaluation 51
Conducting evaluation 52
Section II
11. Some people say that there are many problems facing the
direct marketing industry in Hong Kong. In your view, what
are the most significant problems?







For Q.12 to Q.23, please indicate the extent to which you agree
or disagree with the following statements relating to the local
direct marketing industry.
Please circle the appropriate response. (1=strongly agree, 2=agree
3=neither agree nor disagree, 4=disagree, 5=strongly disagree)
StronglyStrongly
disagreeagree
12. There is a shortage of





agree disagree Office Use
13. Agencies are not doing enough
testing and evaluation of their
direct marketing programs now. 1 2 3 4 5 60
14. Clients come to use direct
marketing only when they find
traditional marketing activities
unsatisfactory. 1 2 3 4 5 61
15. Direct marketing is widely used to
promote many different kinds of
products in the U.S., but in H.K.J.
it would be more effective in
promoting exclusive and technical
products. 1 2 3 4 62
16. In general, the services provided
by the direct marketing agencies in
Hong Kong are of high quality. 1 2 3 4 5 63
17. In general, the lists offered
by the list managers/brokers
1 2 3 4 5are of high quality. 64
18. Clients don't know much about
direct marketing. 1 2 3 4 5 65
19. Hong Kong people prefer to shop
outdoor to have a feel of the
product themselves. 1 2 3 4 5 66
20. Long copy is less effective
than short copy in H.K. 1 2 3 4 5 67
21. The phrase 'junk mail' is
sometimes justified because
of some agencies' careless
attention to the list and
1 2 3 4 5 68the copy.
22. To get a representative list,
one has to go to several list
brokers/managers because few of
them can supply a comprehensive
1 2 3 4 5 69list.
23. Hong Kong people are receptive
to incentive promotions such as
701 2 3 4 5coupons and lucky draws.
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Section III
24. How would you classify your agency?
1) the direct marketing department of an
advertising agency
(go to Q.26)
2) the local office of an international direct
marketing company
3) a Hong Kong-based direct marketing company-
25. Are you affiliated with any advertising agencies?
1) Yes 2) No
26. How many staff are there in your agency?
(Direct Marketing unit only)
27. How long has your agency been operating in Hong Kong?
(Direct Marketing unity only)
years months
28. What is your position?
1) Managing Director
2) General Manager















Appendix 2: Cover letter attached to the questionnaire
Dear Sir/Madam
Re: Survey Questionnaire
We are 2 MBA students from The Chinese
University of Hong Kong and we are doing a research
project on the problems faced by the direct marketing
agencies in Hong Kong. We have enclosed a questionnaire
which aims to study the relevant aspects of the industry
and all findings will be kept in strict confidence. It
is highly appreciated if you can fill it in person if
not, please refer it to one of your staff who would be
in a position to answer it. We would be very grateful
if you can return the questionnaire to us, in the return
envelope, as soon as possible.
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